Purpose -This study investigates the impact of the two main determinants of strengthening the independence of the board through Independent Board of Directors and Board Tenure compared between pre and post MCCG 2017.
I. Introduction
Currently, most organisations have realized the vital roles that autonomous managers have played since the crash of many large businesses like Enron and WorldCom. In the 1992 Cadbury Report and the 2003 Tyson Report, the significant role of non-executive directors is discussed. Berghe and Baelden (2005) examined the problem of independence as a key factor in maintaining the efficiency of the board through the management's surveillance and strategic roles.
The ultimate factor for the independence of the board is to acquire on board sufficient numbers of autonomous managers. Johari, Saleh, Jaffar and Hassan (2008) stated that the Malaysian Code of Corporate Governance's minimum structure of the independent director is still not sufficient to monitor the management. They found that earning management was not connected with the structure of the board's autonomous directors. They discovered that most companies in Malaysia had 1/3 or 33 percent of the board's autonomous managers, but it had no impact on the management of earnings. In addition, Wooi and Ming (2009) stated that in Malaysian Government Linked Companies (GLCs), the autonomous managers failed in their inner surveillance role.
Initial studies concerning board structure concentrated on the amount of autonomous board managers and while prior surveys attempted to assess the real independence (relative to the formally declared independence) of board managers, their knowledge and networking advantages, little study on tenure as a distinctive characteristic was conducted (Dou et al., 2015) .
In scholarly literature, the potential effect of board tenure on board independence has not been properly studied and the public eye has fled until lately (Nili, 2015) . It also revealed in the 2014 ASEAN Corporate Governance Report of the Minority Watchdog Shareholders Group that 53 out of 873 publicly listed companies have autonomous managers who have served the business for over 9 years (Abdul Razak, Mahali & Adam, 2016) .
Problem Statement
The Malaysian economy was badly hit by the Asian Financial Crisis in 1997-1998 and 10 years later the Global Financial Crisis in 2008 hit Malaysia again which created repercussions of bad management practices within organisation in order to stay afloat during the recurring crises over the years. The GDP growth rate in Malaysia had fallen from 10% to 7% as per the OECD National Accounts Data Files and the World Bank National Accounts Data during the Asian Financial Crisis (World Bank, 2016) . practiced by organisations in order to survive the financial crisis or risk not being able to survive financially and eventually succumb to bankruptcy. These bad management practices are the causes of weak corporate governance within organisations. Companies found it hard to barely survive and recover from the first financial crisis (Asian) to be hit badly again 10 years later by the Global Financial Crisis, which resulted them in operating in any way they could in order to survive coupled with the fact that Malaysia at the time in 1998 did not have a code of Corporate Governance to govern the PLCs on Bursa Malaysia.
In the year 2000, Malaysia has implemented various initiatives including the issuance for Code of Corporate Governance to strengthen corporate governance's structure. A survey made by KPMG Fraud Survey Report in the year 2009 found out the serious problem in the corporate governance is the corporate fraud. Results indicate that in 2008, about 88 percent of the value of fraud occurrences was attributed to inner leadership in Malaysian businesses, and the issue of corporate fraud rises 26 percent compared to 2004. This case was shown that the inner issues facing staff and management are getting worse in Malaysian businesses (Jakpar, Tinggi, Tan, Johari & Myint, 2019) .
In 2011, the Malaysian Securities Commission released the Blueprint on Corporate Governance, which established strategic measures directed at strengthening self-discipline and community which resulted in year 2012, the Securities Commission launched the Malaysian Code of Corporate Governance 2012 (MCCG 2012). In the Securities Commissions Malaysia (SC) report, it indicated that the 2012 MCCG focuses on clarifying institutions ' function in enhancing authority and governance, enhancing autonomy, and enhancing institutional efficiency and effectiveness by enhancing their structure (Securities Commission, 2012).
On the draft Corporate Governance Code 2016 (MCCG 2016), the Securities Commission Malaysia (SC) published advice. To guarantee that MCCG 2016 is in line with the business plan and market growth. Another important element of MCCG 2016, after recognizing the significance and need to improve corporate governance values, was to adopt a distinct strategy to the earlier code. The aim is to encourage the growth and focus on conduct and the outcome of the framework of corporate governance. This resulted in the birth of the Malaysian Code of Corporate Governance 2017 (MCCG 2017) (Securities Commission, 2017).
This research aims to investigate if the main issue highlighted in the launch of MCCG 2017 with regards to strengthening the board independence are implemented in the MCCG 2012 era and the MCCG 2017 era. The two main issues under the MCCG 2017's aim to strengthen the board independence are issues with Board Independence which looks at the number of independent directors and Board Tenure which looks at the duration of years independent directors may serve on the board.
Research Objectives
Following are objectives of the proposed study: 1. To measure the disclosure level of MCCG 2012 and MCCG 2017's reflection of compliance of board independence and board tenure across Malaysian oil and gas PLCs by comparing the two Codes.
2. To investigate the impact of the disclosure extent of board independence compared between MCCG 2012 and MCCG 2017 towards the financial performance of the Malaysian oil and gas PLCs.
3. To examine the impact of the disclosure extent of board tenure compared between MCCG 2012 and MCCG 2017 towards the financial performance of the Malaysian oil and gas PLCs.
Research Questions
Following are the proposed questions of the study.
1. What is the disclosure level of board independence and board tenure during the MCCG 2012 and the MCCG 2017 era which reflects the compliance level?
2. Does the disclosure extent of board independence compared between MCCG 2012 and MCCG 2017 have impact on the financial performance of the Malaysian oil and gas PLCs?
3. Does the disclosure extent of board tenure compared between MCCG 2012 and MCCG 2017 have impact on the financial performance of the Malaysian oil and gas PLCs?
Literature Review
The MCCG proposes that one-third of the company's management board shall include autonomous managers. Many studies examined the connection between corporate governance and firm performance, especially board independence. However, the results are largely inconclusive on the relation between the independence of the Board and firm results (Terjesen, Couto & Francisco, 2016) . Prior researchers have used three theories mainly to explain such a relationship as follows:
First, agency theory describes conflicts of interest (Fama & Jensen, 1983) , both between the principal (owner) and agent (management). This theory states that companies can enhance their efficiency by having a big amount of autonomous directors on the board because such directors are external persons with no critical interest in the enterprise (Terjesen et al., 2016) and are able to monitor and advise managers who in turn can promote and impact shareholder interests (Brickley & Zimmerman, 2010) . This opinion, however, was called into question. First, autonomous managers who are generally members of various boards are very busy leading to bad corporate results (Kumar & Sivaramakrishnan, 2008) .
Secondly, CEOs cannot be influenced by autonomous managers to act on their behalf because the office is not available (Oshry, Hermalin & Weisbach, 2010; Rashid, 2018) . The theory of resource dependence focuses secondly upon the external resources provided by independent managers for their firms (e.g. knowledge, network or social resources, expertise and legitimacy). Unique experiences and expertise that other companies obtain from autonomous management companies are reported by Terjesen et al. (2016) , and this resource can assist companies boost their profits and succeed. But, considering the absence of inside information Business Management and Strategy ISSN 2157 -6068 2019 from autonomous managers, they may not be sufficiently skilled at fulfilling their duties (Rashid, 2018) .
Thirdly, the upper echelons theory illustrates that managers ' behavior, expertise and values can affect company efficiency. The authorisation of autonomous managers has been discovered to support effective surveillance and to boost firm value. Zhu, Ye, Tuger and Chan (2016.) But Hambrick (2007) asserted that managers in the boardroom could not use their knowledge and abilities. The independence of the board of directors may not enhance the efficiency of the business (Laux, 2008; Wang, Lu & Tsai, 2011) . Independent managers must therefore apply their expertise, expertise and expertise in decision-making (Adams & Ferreira 2007) .
The board's significant input is to formulate the policy of the business and to exercise adequate supervisory role throughout the activities of the business (Zinkin, 2010). Independent managers could contribute their autonomous opinions and engage actively in the debate of the board. They are going to represent shareholders on the board of the company. As an independent person, they have to ensure their presence and performance free of any insider or management influence. The business appoints autonomous managers to monitor executive managers ' performance and top managers. They would therefore promote shareholders ' interest by maximizing the importance of shareholders.
Zinkin (2010) indicated that autonomous managers should address several fields that would contribute to efficient business strategy formulation. They should ask business-related questions that the business is venturing into, product market segmentation, and precious market segmentation clients (Fuzi, Rahim and Tan, 2012) .
Independent managers with appropriate industry background and broad knowledge would be more prepared to challenge Chief Executive Officers (CEOs) and the board discussion leadership team. In the structure of board members and board committees, Bursa Malaysia requires the autonomous managers. For example, most of them are autonomous, all members of the audit committee must be non-executive directors. These would safeguard the interests of shareholders from controlled leadership to guarantee autonomous managers. The 2012 Malaysian Code on Corporate Governance (MCCG) has made a number of suggestions to strengthen the independence of the company's board. The Code emphasizes the nomination committee structure, which should consist of a majority of autonomous managers. Furthermore, if the company's chairperson is not autonomous, the board's majority members must be autonomous and its autonomous directors should be reviewed annually by the board (Syed Fuzi et al, 2016) .
Tenure tends to promote batches within an organisation (Pfeffer, 1983) . Long tenure between managers can imply enhanced social cohesion for a board and the capacity to rapidly achieve consensus based on shared knowledge (Knudsen and Meyerson, 1992) .
While long-term managers may be fully socialized to embrace the norms and values of the organisation, their level of engagement and allegiance to the organisation and its leadership IS also improved (Muth and Donaldson, 1998) . ISSN 2157 -6068 2019 Therefore, social ties between leadership and autonomous board members could have an effect on the efficiency of boards conducting their advisory and tracking functions in various respects (Hoitash, 2011) .
Business Management and Strategy
Experienced managers create industry knowledge and finesse on whose board they serve by exposing them to the strategy of the company, financing a competitive atmosphere through their lengthy tenures (Dou et al, 2015) . Alternatively, the theory has been created that long board tenure can lead to the consolidation that decreases the efficiency of external managers. Long-term tenure managers are more likely to have a long-term friendly connection with leadership (Vafeas, 2003).
Theoretical Framework

Agency Theory
According to Jensen and Meckling (1976) , agency relationship is established when agents, who are the managers, appointed by the principal, who is the owner of company, are given the authority to make decision on behalf of the principal. Agency problem usually occurs due to information asymmetry between owners and managers.
The agency theory argues that having at least half of the board to consist of independent directors or majority independent directors as per the recommendations in MCCG 2017 will increase the independence of the board and will improve the monitoring role of the board.
Furthermore, another tool introduced by MCCG 2017 to further strengthen the board would be the two-tier voting process by the shareholders in order to retain an independent director beyond 12 years would be in congruence with the agency theory in reducing the conflict between the principal and the agent. The MCCG 2017 has a different strategy through the CARE approach (abbreviated from the term 'Comprehend, Apply and Report') moving away from the 'comply or explain' method used in MCCG 2012 to the 'apply or explain an alternative' method. The new Code is thought to allow greater flexibility in the implementation of the code of best practice (Christopher & Lee Ong, 2017) . This paper will focus on the one of the major changes in the Code which is to strengthen the independence of the Board and is discussed under two main sub-topics which are Board Independence and Board Tenure as follows:
Proposed Conceptual Framework
Independent Variable 1 -
Board Independence:
MCCG 2012 requires that if the Chairman of the company is not an Independent Director, then the Board of Directors should consist of a majority of Independent Directors. Therefore, it was not compulsory to ensure that there is a majority of Independent Directors on the Board (Securities Commission, 2012).
MCCG 2017 now recommends that at least half of the Board of Directors must consist of Independent Directors and for Large Companies as specified by the Code, there must be a majority of Independent Directors within the Board (Securities Commission, 2017).
Independent Variable 2 -
Board Tenure:
MCCG 2012 discourages an Independent Director from serving more than 9 years on the Board which is also in congruence with MCCG 2017 (Securities Commission, 2012).
MCCG 2017 have tighten the rules in which the retention of an Independent Director for more than 9 years will require shareholders approval during the annual general meeting and the retention of an Independent Director for more than 12 years will require shareholders approval during the annual general meeting through a two-tier voting process: in which Tier 1 requires voting by large shareholders and Tier 2 requires voting by other shareholders.
Furthermore, large companies are discouraged from maintaining an Independent Director for more than 12 years (Securities Commission, 2017).
Dependent Variable -Firm Performance (Return on Equity and Return on Assets)
Return on equity is defined as a measure of how much the company produces for its owners, ROE is equivalent to net profit divided by shareholder equity's book value. The equity of the Business Management and Strategy ISSN 2157 -6068 2019 shareholder generally includes the value of the reserves that could be paid out to shareholders (Richard, Devinney, Yip and Johnson, 2009 ).
In the current literature, several indices, such as return on assets (ROA) (Huang, Oua, Chena, & Lin, 2006 ; Khanna & Palepu, 2000) , return on equity (ROE), Tobin's Q (Habib & Ljungqv ist, 2005 ; Khanna & Palepu, 2000) ; market to book value ratio (MBVR) (Sarkar & Sarkar, 2 000), return on capital employed and operating profit margin.
Indicators such as ROA and ROE are profitability measurements based on accounting, while i ndicators such as Tobin's Q and MBVR are measurements based on stock market. The measur ements based on accounting reflect past economic results, while the market-based measure fu ture performance.
If ROA were selected as an indicator of company performance then it would only explain ho w efficiently the company used the resources to produce profits, but this is not the only determinant of the well-being of the company. Other than using assets, the company also has to invest judiciously in the equity to produce greater income that will make the company's shareholders happy. This can encourage the use of equity return (ROE) as a strong performance measure. However, using ROE can be difficult.
It can distract attention from company fundamentals if investors are not cautious and lead to unpleasant surprises. Companies can resort to economic approaches to preserve a good ROE artificially for a while and conceal declining company fundamentals performance.
Growing debt leverage and inventory buybacks financed through accumulated money can assist keep the ROE of a company despite the eroding of operating profitability. Based on the balance sheet and other company financial statements, both ROA and ROE are calculated and therefore do not account for market-oriented variables. The balance sheet announcements could also affect stock market policies owing to investor expectations (Chaudhuri, Kumbhakar & Sundaram, 2016) .
Hypotheses of the Study:
Hypothesis 1(a): Board independence has positive impact on firm financial performance during the MCCG 2012 era.
Hypothesis 1(b):
Board independence has positive impact on firm financial performance during the MCCG 2017 era.
Hypothesis 2(a):
Board tenure has positive impact on firm financial performance during the MCCG 2012 era.
Hypothesis 2(b):
Board tenure has positive impact on firm financial performance during the MCCG 2017 era.
Proposed Models for Future Empirical Testing
Against this background, and in line with the objectives of this study the following models 
Scope and Methodology of the Study and Operationalization of Variables
The sample of the study will examine public listed companies which publish Annual Reports or Integrated Reports from a population of 916 Malaysian PLCs on Bursa Malaysia. The data will be gathered from 2016 to 2018. This study proposes a purposive sample of 34 oil and gas public listed companies (PLCs) on Bursa Malaysia. This study proposes a descriptive statistics and regression analysis methodology and also quantitative content analysis to analyse the annual reports or integrated reports.
Year 2016 was chosen due to the fact that MCCG 2012 is still effective and matured. Year 2017 was chosen as MCCG 2017 was launched during this year and companies are in a transition to change their corporate governance practices from MCCG 2012 to MCCG 2017 and most likely that the changes introduced in MCCG 2017 will not have been implemented yet. MCCG 2018 was chosen to see the effect of the changes launched in MCCG 2017 to be taken into effect and its likely that the new Code will be gradually implemented. Therefore, taking these 3 years will allow the researcher the difference between the pre and post effects of MCCG 2017.
Content analysis is the most popular and widely used method in research and accounting disclosures (Zahid and Ghazali, 2015; Boesso and Kumar, 2007) . Content analysis may have both qualitative and quantitative measurements. Quantitative content analysis is considered to be the more reliable analysis (Zahid and Ghazali, 2015; Day and Woodward, 2009 ). The current study will use the quantitative content analysis procedure.
The data coding as per the content analysis method would be based on themes, words, or items found in the data (Nilsson,2016; Collins and Hussey, 2014) .
During the classification, a scoring system will be used to determine to what extent the items were reported. The scoring system was based on a review of previous studies that used content analysis in order to determine the appropriate number of points. Larsson and Ringholm (2014) and Eccles and Serafeim (2014) used four-point systems while Wang, Song and Yao (2013) used a three-point system. Boiral (2013) and Setia et al. (2015) both used two-point systems. This study will utilise a system similar to a previous research on Integrated Reporting by Nilsson (2016), to allow for some differentiation between the companies while still being a time-effective method. The system and the criteria used are shown in Table 1 and Table 2 . * tenure of an Independent Director does not exceed a cumulative limit of 9 years *upon completion of 9 years, an Independent Director may continue to serve on the Board as a Non-Independent Director *if the Board intends to retain an Independent Director beyond 9 years it should seek annual shareholders approval * if the Board continues to retain the Independent Director after the 12th year, the Board should seek annual shareholders' approval through a two-tier voting process * the Board has a policy which limits the tenure of its Independent Directors to 9 years
Significance of Study
The proposed study is important to the public listed companies as it allows the annual report and integrated report preparers to realise the importance of preparing and collating meaningful data for stakeholders and also for internal planning use in order to remain legitimate in the eyes of the stakeholders and the general public. The implementation of the MCCG 2017 must gradually take place in year 2018 onwards to ensure the improvement of corporate governance in the PLCs.
Conclusion
This study is limited to only 1 year after MCCG 2017 was launched which is year 2018 in which future research could look into analysing the implementation beyond one year of the implementation of the Code.
One the other hand, this research will be able to see any early adoption of MCCG 2017 by large oil and gas PLCs in order to sustain corporate reputation.
